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SUBJECT: SWISS PIRM OPPERS $5 PER BARREL POR ROYALTY OIL 
REF: A) QUITO 3315; B) QUITO 3441 

1. MINISTER OP NATURAL RESOURCES JARRIN OPENED THE ENVELOPES CON- 
TAINING BIDS POR THE GOE S 16 PERCENT ROYALTY SHARE OF CRUDE 
SHORTLY ALTER 4 PM DEADLINE JULY 16 AND IN THE PRESENCE OP REPRE- 
SENTATIVES OP THE 18 BIDDING FIRMS. SWISS FIRM ERINAM AG MADE 

HIGH OFPER OP $5.01 PER BARREL. THE GOE WILL PROBABLY AWARD THE CON- 
TRACT TO ERINAM, BUT THIS MUST AWAIT CABINET APPROVAL. THE GOE 
ESTIMATES THE VOLUME AT 900,000 TO 1,200,000 BARRELS PER MONTH. 

THE TERMS OF THE BIDDING SPECIPY THAT EACH TIME THE PETROLEUM 
REFERENCE PRICE IS INCREASED, THE ROYALTY CRUDE PRICE WILL RISE 
BY AN EQUAL AMOUNT. 
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2. THE HIGH OPFER SURPASSED THE WINNING BID OF $3.61 IN THE PRE- 
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VIOUS TENDER, NULLIFIED JUNE 19, BY $1.40 PER BARREL. THE MAJORITY 
OF OFFERS WERE IN THE RANGE OF $4.12 TO $4.35, AMONG THEM THOSE 
OF SUMITOMO, THE PREVIOUS WINNER, HIDECA, PETROBRAS, PETROPERU, 
PHILIPS, SUNOCO AND ATLANTIC RICHFIELD. LOW BID WAS $3.70. 

3. THE REVENUE FROM ROYALTY CURDE IS EARMARKED 50 PERCENT EOR THE 
MILITARY, 47 PERCENT FOR THE ELECTRIFICATION INSTITUTE (INECEL), 

AND 3 PERCENT FOR THE PROVINCE OF ESMERALDAS. IF THERE ARE NO AD- 
JUSTMENTS TO THIS DISTRIBUTION, THE VALUE OF THE MILITARY'S SHARE 
WOULD DOUBLE, FROM $18.5 MILLION (ANNUAL RATE AT THE CURRENT 
REEERENCE PRICE OF $3.60 PER BARREL) TO $38.5 MILLION. INECEL 

WOULD BENEFIT TO A SIMILAR EXTENT. HOWEVER, THE MILITARY AND 
INECEL WOULD GAIN PARTLY AT THE EXPENSE OF THE CENTRAL GOVERN- 
MENT'S GENERAL REVENUES, SINCE EXPORT AND OTHER TAXES NOW APPLI- 
CABLE TO THE ROYALTY CRUDE WOULD CEASE TO BE PAID. THE BUDGET 
DIRECTOR IS SEEKING TO HAVE THE EQUIVALENT OF EXPORT TAXES ON THE 
16 PERCENT ROYALTY CRUDE PAID INTO GENERAL REVENUES, BUT HE IS 
MEETING RESISTANCE EROM THE MILITARY AND INECEL. 

4. COMMENT: JARRIN IS TAKING PAINS THIS TIME TO HEAD OFF ANY 
ALLEGATIONS THAT THE BIDDING WAS RIGGED. RUMORS OF THAT NATURE 
WERE INSTRUMENTAL IN THE GOE DECISION TO NULLIFY THE 

EARLIER BIDDING. 

5. ACCORDING TO A RELIABLE MINISTRY OF NATURAL RESOURCES 
SOURCE, THE GOE IS NOT CONTEMPLATING AN INCREASE IN THE REEERENCE 
PRICE FOR ANOTHER SEVERAL MONTHS. THE MINISTRY CONSIDERS $5 PER 
BARREL FOR SMALL QUANTITIES REASONABLE IN TERMS OF PRESENT EURO- 
PEAN MARKET CONDITIONS BUT NOT REPRESENTATIVE OE U.S. MARKETS. 
CHAPLIN 
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